This paper empirically investigates the degree of compliance with International Accounting Standards (IAS 21) Foreign Currencies Translation, which is a proxy for risk disclosure by public companies in the United Arab Emirates (UAE). The current study also examines potential factors, which might be affecting risk disclosure through utilizing IAS 21 voluntary disclosure indicator checklist to find risk disclosure by 52 companies listed on UAE stock markets for 2011 and 2012. In addition, regression analysis tests are applied to determine factors affecting risk disclosure. The results indicate a low level of risk disclosure demonstrated by companies understudy, a significant impact of business type on risk disclosure, and a negative significant impact of company age on risk disclosure. Furthermore, the results show that size, profitability, type of audit firm, and liquidity, they all had insignificant impact on risk disclosure as to the UAE sample understudy. In general, the findings show a low degree of compliance with IAS 21 Foreign Currency Translation by companies in the UAE, suggesting a serious overseers' intervention and corporate governance to guarantee quality financial reporting produced by UAE-listed firms.
Introduction
The increase in corporate scandals has caused lack of confidence among investors and creditors in companies' financial reporting (Ismail & Abdul Rahman, 2011) . To deal with this issue, the transformation of corporate governance is considered as the top priority among companies facing uncertainty and bankruptcies (Raber, 2003) . Watson and Head (1998, p. 192 ) defined risk as "referring to a set of outcomes arising from a decision that can be assigned probabilities, whereas "uncertainty" arises when probabilities cannot be assigned to the set of outcomes". According to Linsley and Shrives (2006) , risk disclosures is about informing the users of accounting information about any threat which may affect or has already affected the organization or its management. Linsley and Shrives (2000 , 2005 argued that the main advantage of risk disclosure by companies is the reduction in the cost of capital resulted from removal of the embedded in the cost of capital to cover for uncertainty associated with the firm's risk status (Linsley & Shrives, 2006) .
On the one hand, Hakansson (1981) , Diamond (1985) , Verrecchia (1990) , and Marshall and Weetman (2007) confirmed that disclosure serve for the interest of the investors through reducing the cost of obtaining the information, while at the same time, reduce the benefits for individuals having information advantage. Marshall and Weetman (2007) added that the reduction in the information cost has a positive impact on the firm stock liquidity. Hassan (2009 Hassan ( , 2011 believed that corporate managers preferred voluntary disclosures to show their managerial skills and avoid any misinterpretation of their performance. On the other hand, Marshall and Weetman (2007) revealed that an information gap is expected to exist between managers and users when the disclosure level in relevant information in the finial reports is very low, and consequently, lack of transparency.
Because of various voluntary requirements to disclose risk-related information, such as the International Financial Reporting Standards' (IFRS), International Accounting Standards (IAS) 21 Foreign Currency Translation, corporate managers are motivated to disclose risk in the accounting information for the purpose of signaling and influencing the firm's stock prices.
In view of the fact that UAE has been promoting a more open economic environment recently, accessible for both local and international investments in order to nurture more solid and profitable business possibilities, the Central Bank of the UAE in 1999, required all financial institutions operating in the UAE to develop their financial reports in compliance with International Accounting Standards (IAS). Moreover, Federal Law No. 4 of 2000, empower the authority to set proper regulations to govern Securities Markets through establishing the UAE Securities and Commodities Authority (Halbouni, 2009) . Today, Law No. 2 issued in 2015, and recently enforced by July 2015 demands that all UAE-companies incorporate IAS standards when preparing financial information (IFRS, 2015) .
In emerging economies, Shleifer and Vishny (1997) argued that in general, corporate governance are generally not strongly practiced because of the lack of transparency and limited information disclosed about corporations (Mimba et al., 2007) . Therefore, the importance of disclosing more information to the public has been given more attention (Maines et al., 2002; Coy & Dixon, 2004; Hassan, 2011) . In addition, compliance with IAS 21 voluntary disclosure requirements informs different stakeholder about corporations' characteristics, such as company size, profitability, liquidity, leverage, company age, audit type, and business type.
The main purpose of this study is to investigate the degree of compliance with IAS 21 by UAE-listed companies. To do that, the current research seeks to answer the following two research questions. First, to what extent do corporations in the UAE comply with IAS 21 Foreign Currency Translation (a proxy for risk disclosure)? Second, what factors are affecting UAE companies' degree of risk disclosure (compliance with ISA 21)? This study contributes to the corporate governance literature by examining risk disclosure, which is among the governance overseers' obligations to improve the quality of accounting information produced by companies in the UAE.
The coming sections of this paper is structured as follows. Section 2 covers the salient literature and hypothesis development. Section 3 describes the study's research design and data collection. Section 4 presents the empirical results and analyses. Section 5 offers a supplementary discussion, describes the limitations of the study, identifies avenues for future research, and offers some concluding remarks.
Literature Review and Hypothesis Development

Risk Disclosure-Degree of Compliance with IAS 21
Foreign currency transaction (IAS, 2011) refers to an economic event (buying and selling goods or services, borrowing and lending money, depositing assets, or settling liabilities), that requires settlement in a currency other than the local currency of the country in which the financial institution or bank is located. While translation of foreign currencies involves converting accounting numbers from one currency into another currency for financial reporting purposes, Huang and Vlady (2012) suggest that corporations can either convert foreign currency from international trade in financial reports, or translate foreign operations and currencies in order to prepare consolidated financial reports. Collins and Salatka (1993) , Louis (2003) , and Pinto (2005) argued that there have been major controversies in the past few decades resulting from the translation of foreign currency. Moreover, the recent global financial crisis has significantly raised research interest in corporate risk management and disclosure around the world and triggered regulatory reforms and responses from various government agencies and accounting standards setters (Dobler et al., 2011) . The authors added that the lack of transparency and clarity in risk disclosure and the increasing complexity of business supported by constantly improving information technologies have created a need to conduct more research in accounting and related fields to study how listed companies disclose information about their risk profiles, tolerance levels, risk management, and monitoring processes. Hassan (2009, p. 669 ) defined corporate risk disclosure as "the financial statements inclusion of information about managers' estimates, judgments, reliance on market-based accounting policies such as impairment, derivative hedging, financial instruments, and fair value as well as the disclosure of concentrated operations, non-financial information about corporations' plans, recruiting strategy, and other operational, economic, political and financial risks." Elbannan and Elbannan (2015) indicate that risk disclosures include information published within the annual report to provide both qualitative and quantitative information about uncertainties facing an economic entity, such as credit, interest rate, liquidity, and market risk. They added that disclosure helps market participants assess the amount, timing, and risk related to their investments. Emm et al. (2007) argued that increasing the ability of the company to have an access to capital markets, enhancing the attractiveness of the company's shares to investors by reducing the costs of information gathering, increasing the liquidity of the company's securities, and reducing the cost of raising capital are the main advantages of risk disclosure. Berger and Hahn (2003) confirmed the argument that risk disclosure is a choice variable set by management in spite of being mandatory.
Based on this literature review, to investigate the degree of compliance with risk disclosure, the current study analyzes the degree of compliance with IAS 21, a proxy for risk disclosure for each company in the study, by dividing the actual scores achieved by the maximum number of applicable disclosure for both 2011 and 2012.
Identifying Influences on Companies' Degree of Risk Disclosure
Several reasons might explain the possible association between the quality of financial report disclosure and a company's characteristics, as outlined in Singhvi and Desai (1971) , Jensen and Meckling (1976) , Firth (1979 Firth ( , 1984 , Chow and Wong-Boren (1987) , Cooke (1991 Cooke ( & 1992 , Hossain et al. (1994) , Meek et al. (1995) , Watson et al. (2002) , Akhtaruddin (2005) , Abraham and Cox (2007) , and Souissi and Khlif (2012) .
The literature on accounting policy choice suggests many variables may affect company risk disclosure. Popova (2013) pointed out that disclosure is twofold. According to that study, mandatory disclosure occurs when disclosing certain elements of information is required by regulations, while voluntary disclosure occurs when the disclosure of more information than required because of the interest of the company, such as improving the reputation of the company, reducing political and regulation intervention in addition to enhancing the stock liquidity (Entwistle, 1997) . Firth (1979) , Owusu-Ansah (1998), Gray and Roberts (1991) , Watson et al. (2002) , and Souissi and Khlif (2012) argued that large firms are generally more visible and have greater social power than small ones. Therefore, the current study expects the degree of compliance with IAS 21 and consequently, risk disclosure by large companies (measured in terms of total assets and total revenues) to be greater than that by small companies.
With regard to profitability, signaling theory states that companies with "good news" due to better performance are more likely to disclose more detailed information than by "bad news" in order to avoid undervaluation of their shares (Inchausti, 1997) . Cerf (1961) and Singhvi and Desai (1971) believed that profitability is an indication to the performance of management, therefore, managers of profitable companies are more likely to disclose information than those with negative performance to support the continuance of their positions and performance-related compensatory schemes that may be due to them.
According to the earnings-signaling hypothesis, the market reacts favorably to earnings (Yedo & Ziebart, 1995) . They added that, since return on assets (ROA) and return on equity (ROE) are generally associated with favorable management performance, the market appropriately interprets them in addition to the current ratio as a measure of liquidity as a management signal of favorable future performance. ROA can be defined as the ratio of net profits to net assets. This rate accordingly can reflect the disclosure level by a company. Benston (1973) argued that management has the incentive to disclose more reliable financial information based on the IAS requirements in order to support its position and compensation when the ROA is high in a company. Owusu-Ansah (1998) argued that unprofitable companies would be inclined to release more information in defense of poor performance. This research expected that the more profitable a company is, the greater is its consistency with IAS 21 disclosure requirements Leverage, as the ratio of debt to equity, can be considered a measure of risk. Agency theory indicates that the firm is a connection for a set of contracting relationships among individuals (Jensen & Meckling, 1976) . This study expects that the management of strong companies, measured by low leverage (debt/equity ratio), would be able to produce reliable financial information and therefore, be more compliant with the disclosure requirements of IAS, and vice versa, that is, the management of weak companies with a high debt/equity ratio would not be able to produce reliable financial information and therefore, would be less likely to be compliant with voluntary disclosure of IAS 21.
Company age is another critical factor affecting the degree of corporate disclosure (Popova et al. 2013) . They argued that managers of companies with long experience resulted from its age are inclined to disclose more information to enhance the reputation and the image of the company in the market. Owusu-Ansah (1998) argued that younger companies might suffer from competitive disadvantage and thus, they disclose more information. They added that the cost of gathering, processing, and disseminating the required information might be a burden for younger companies.
In addition, type of audit firm is expected to influence the degree of compliance with the IAS 21 requirements. According to Bradbury (1990) , auditing as a monitoring mechanism, provides assurance about the quality of information reported between principal and agent. Therefore, the current study expects that those auditors with strong reputations, such as the "Big Four" firms, are more likely to be associated with clients disclosing high levels of information in their published financial reports (Chow, 1982; Watts & Zimmerman, 1986) .
To answer the second research question about factors that affect UAE companies' degree of compliance with ijbm.ccsenet.org International Journal of Business and Management Vol. 11, No. 8; IAS 21, the current study expects that company size (total assets and total revenues), profitability (ROA and ROE), leverage (debt/equity), liquidity (current ratio), company age, type of auditor, and business type have significant impacts on the degree of compliance with IAS 21 voluntary disclosure requirements and consequently, risk disclosure.
The following is the main research hypothesis.
H1: A higher degree of compliance with IAS 21 Foreign Currency Translation voluntary disclosure requirements is significantly affected by total assets, total revenues, ROA, ROE, current ratio, leverage, company age, audit type, and business type.
Research Design and Data Collection
The study relies on a sample of 52 corporations listed on either the Dubai Financial Market or the Abu Dubai Securities Market. The sample population is classified as follows: 10 real estate companies, 4 transportation companies, 15 industrial companies, 10 consumer staples companies, 6 telecommunication companies 5 service companies, and 2 energy companies. All financial institution and insurance companies were excluded because they are subject to specific disclosure requirements, such as those required by the Central Bank, and thus, their annual reports are not considered as voluntary. The study utilizes a checklist of IAS 21 voluntary disclosure indicators (Deloitte & Touch, 2007) . The study crosschecks the checklist against UAE companies' annual reports of 2011 and 2012. The annual report for each company is carefully scrutinized against the checklist to identify the total score. A score of 1 is assigned when the disclosure item is disclosed in the financial report, while a score of 0 is assigned if the item is not disclosed or if it is not applicable. The degree of compliance for each company is calculated as the summation scores achieved by that company. The total compliance rate for each company is calculated by dividing the total number of disclosures achieved by the maximum number of applicable disclosures (Firth, 1980; Cook, 1992; Ahmad Nicholls, 1994; Hossain et al., 1994; Gray et al., 1995; Meek et al., 1995) .
To find the overall degree of risk disclosure, the total scores achieved by all companies under the study, as measured by the individual checklist, were compared with the potential indicators of compliance, which equaled the number of IAS 21 items multiplied by the number of companies, that is the score that would have been recorded if every company had met every item. The actual compliance score was divided by the potential compliance figure, as proposed by Copeland and Frederick (1968) .
In addition, for the purposes of answering the second research question and measuring the association between the UAE company's degree of risk disclosure and factors that might affect that level of disclosure, such as company size, ROA, ROE, current ratio, leverage, company age, audit type and business type, a regression analysis was conducted. Scott (1997) argued that efficient market theory implies an important role for full disclosure, including disclosure of accounting policies. In this study, the following variables have been selected and used as the basis for testing factors affecting the degree of compliance with IAS 21 voluntary disclosure and consequently, risk disclosure by companies in the UAE: The conceptual relationship between the degree of compliance with the IAS 21 as a proxy for degree of disclosure DoD and the above mentioned variables is reflected in the following formula:
Where: International Journal of Business and Management Vol. 11, No. 8; 
Empirical Results and Analyses
Characteristics of the Sample and Financial Measures
Descriptive statistics covering the organization's background, type of business and audit firm, company age and size are presented in Table 1 . Also reported in the same table are the summary statistics about companies' financial measures, including ROA, ROE, working capital and leverage.
As shown in Table 1 , the research sample provides a reasonable representation of various types of companies in terms of business type (real estate, manufacturing, retail, and services companies) as well as the two types of auditors (Big Four or regional/local). As shown in Table 1 above, summary statistics about the characteristics of companies indicates that 32.8% of the sample are service companies (four transportation; six telecommunication; five services, and two energy), while 28.8% are manufacturing companies. In addition, the results indicate that 69.2% of those companies are audited by an international audit firm (Big Four). The mean average of total assets is Dh. 9,927 million and the UAE companies' average age is 24.4 years. Furthermore, the table shows the minimum, maximum, mean, and standard deviation for some financial measures, such as ROA, ROE, total assets, total revenues, current ratio, and leverage. Table 1 shows that the research sample represents a reasonable spread over the two types of auditors (Big Four or local/regional), all types of business except financial institutions, size, age, and financial measures, in addition to different financial measures. Therefore, the findings should be seen as unbiased and reliable.
Risk Disclosure-Degree of Compliance with IAS 21
To answer the first research question about the extent to which companies in the UAE comply with the voluntary disclosure requirements of IAS 21 Foreign Currency Translation (a proxy for risk disclosure), risk disclosure has been calculated for each company in the sample by dividing the actual scores achieved by each company by the total number expected to be achieved by the companies for both 2011 and 2012. The results are shown in the following Table 2. ijbm.ccsenet.org
International Journal of Business and Management Vol. 11, No. 8; Table 2 indicates a very low level of risk disclosure by companies in the UAE. The table shows that the overall risk disclosure by UAE companies is 6.8% for 2011 and slightly improved to 7.8% for 2012. In addition, Table 2 indicates that the minimum disclosure by companies in the UAE is 0%, while the maximum disclosure by companies is 55% for both 2011 and 2012.
Influencing Factors on Companies' Degree of Risk Disclosure
To answer the second research question about factors affecting UAE companies' risk disclosure, a regression model was applied to investigate the causal relationship between types of audit firm, business type, company size, company age, ROA, ROE, current ratio, and leverage, as suggested by Firth (1979) , Barako et al. (2006) , Akhtaruddin (2005), Abraham and Cox (2007) , and Hassan (2009) . The dependent variable is risk disclosure by companies in the UAE for both 2011 and 2012. The following Table 3 shows the results. Table 3 shows that business type (t = 2.90, p = .005) and company age (t = -2.71, p = .008) have significant impacts on risk disclosure by companies in the UAE at a 5% significance level. The negative t-value of company age indicates that risk disclosure by younger companies in the UAE is higher than that by old companies. In addition, Table 3 indicates that type of audit firm, company size, ROA, ROE, and liquidity have no significant impact on risk disclosure by companies in the UAE, and the t-value for these variables are not significant at the 5% level. The table indicates that the model's adjusted R2 (coefficient of determination) is 9% (F-value = 2.11, p = < .005). 171; F-value = 2.11 (P = 0.0236); Adjusted R2 = 0.090; Dependent Variable: risk disclosure for 2011 and 2012; **and *represent correlation is significant at the .005 and .10 levels, respectively (2-tailed).
Discussion and Conclusion
This study investigates risk disclosure by UAE companies through measuring the degree of compliance with IAS 21 Foreign Currency Translation. The study utilizes the IAS 21 voluntary disclosure indicators checklist that incorporates 21 disclosure items against 52 UAE companies' annual reports to find risk disclosure for each company and the overall risk disclosure for 2011 and 2012. Moreover, a regression analysis is applied to investigate factors affecting risk disclosure by companies in the UAE, such as company size (total assets and total revenues), profitability (ROA and ROE), liquidity (current ratio), leverage (total debt over total equity), company age, audit type, and business type.
The results reveal that UAE companies have a low level of compliance with IAS 21, a proxy for risk disclosure. The finding of the low level of risk disclosure by companies in the UAE is in accordance with findings obtained by Al Shammari (2014) in Kuwait. The current study's results confirm Aerts' (2005) argument that risk disclosure for different countries is subject to cultural influences. However, Hassan (2011) pointed out that the UAE's incentive to generate more opportunities for growth and financing through being opened and gaining ijbm.ccsenet.org
International Journal of Business and Management Vol. 11, No. 8; access to global security markets in addition to the regulatory frameworks, and accounting profession activities, apply pressure on companies operating in the UAE to put risk-disclosure regulations into effect. Therefore, the SCA issued a new Corporate Governance Code in 2009, effective on April 30, 2010 and based on international standards aimed at improving the effectiveness of corporate governance (Bainbridge al. 2011; Halbouni et al. 2016 ). Hossain and Hammami (2009) argued that confidence in financial markets is essential for users of accounting information therefore, information disclosure is a vital element to fulfill this confidence. Berger and Gleißner (2010) believed that the low level of risk disclosure could be attributed either to management preference to avoid disclosing risk for special reasons, or to the fact that management has no better information about risk. Goldstein (1998) , Shirai (2001) , and Berger and Gleißner (2010) argued that low-quality disclosures and transparency not only affects the amount, timing, and risk related to their investments, but also the attractiveness of their investments and the cost of capital. Shleifer and Vishny (1997) viewed risk disclosure as an indicator of the quality of corporate governance. They argued that corporate governance and risk disclosure are increasingly interrelated (Lajili, 2009; Oliveira et al., 2011; Collins et al., 2014) . Mimba et al. (2007) confirmed that weak corporate governance is attributed to the lack of transparency and scarcity of information about corporations.
With reference to the impact of firms' characteristics and the level of risk disclosure, the results indicate that business type and company age have significant impacts on UAE companies' risk disclosure, while the results do not show any significant impact of audit firm, company size, profitability, leverage, and liquidity on UAE companies' risk disclosure.
The current study's results on the significant impact of business type on risk disclosure are in accordance with those obtained by Abdelsalam and Weetman (2007) and Hassan (2009) , but not with those of Chirico and Baroma (2013) that business type has no significant impact on risk disclosure. The insignificant impact of company size on the level of risk disclosure is in line with the findings of Hassan (2009) Regarding the negative significant impact of company age on risk disclosure, the results of the current study are in accordance with Owusu-Ansah's (1998) argument that younger companies suffering from competitive disadvantage are motivated to disclose more information. The results obtained in this study are not in accordance with either Hossain and Hammami's (2009) findings that a positive significant association exists between company age and risk disclosure or with the findings of Alsaeed (2006) and Hossain and Reaz (2007) that company age does not have a significant impact on risk disclosure.
With reference to the impact of profitability on risk disclosure, the results of the current study reveal that neither ROA nor ROE have a significant impact on risk disclosure in the UAE. The results confirm Anagnostopoulos and Gkemitzis's (2013) findings that profitability does not have a significant impact on risk disclosure, while at the same time, the insignificant impact of leverage and liquidity on risk disclosure are not in line with Abdelsalam and Weetman's (2007) findings that leverage and liquidity have significant impacts on risk disclosure.
This study contributes to the corporate governance literature by examining risk disclosure as an "internal control mechanism" that companies can adopt to reduce risk. The study has implications for regulators, professional bodies, companies, and stakeholders, which play an essential role in corporate governance of exercising pressure on individual corporations to establish risk disclosure regulations or, as Hassan (2011) refers to, "strategic disclosure" that enables those corporations to communicate positive images to a wider range of stakeholders, especially in emerging markets seeking sustainable growth and foreign investments. The current study has a limitation in that it does not investigate the degree of compliance with IAS 21 for 2011 and 2012 for financial institutions. A future study could measure risk disclosure for periods following the effective date of July 2015 to comply with the IFRS, as required by the UAE Commercial Companies Law and Corporate Governance Code. In addition, another future study could investigate the effectiveness of corporate governance in the UAE via companies' adaptation to the requirements of the SCA. Furthermore, a future study could be conducted to investigate risk disclosure by financial institutions through measuring the degree of compliance with IFRS 7 Financial Instruments Disclosure requirements.
